SENATE BILL 507

K1 01r2150
CF HB 1008

By: Senator Middleton
Introduced and read first time: February 3, 2010
Assigned to: Finance

Committee Report: Favorable with amendments
Senate action: Adopted
Read second time: April 6, 2010

CHAPTER __
AN ACT concerning

Injured Workers’ Insurance Fund - Status and, Renaming, and Study

FOR the purpose of renaming the Injured Workers’ Insurance Fund as the
Chesapeake Employers %%&}Insurance Company, regiiring th

EXPLANATION: CAPITALS INDICATE MATTER ADDED TO EXISTING LAW.
[Brackets] indicate matter deleted from existing law.
Underlining indicates amendments to bill.
Strike-out indicates matter stricken from the bill by amendment or deleted from the law by

amendment.
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SENATE BILL 507

not subject to certaln laws, regulations, or executive orders governing State

compensation; providing that the Company is the successor of the Fund,
requiring that functions, powers, duties, equipment, assets, liabilities, and
employees of the Fund be transferred to the Company; authorizing the
Company to trade under the name of the Fund for a certain period of time;
requiring the Maryland Insurance Administration to conduct a certain two—part
study: requiring the Administration to consult with certain persons; allowing

the Administration to retain certain expert consultants: requiring the

Administration to report certain findings and recommendations to the General
Assembly on or before a certain date; requiring the Department of Budget and

Management, in consultation with the State Retirement Agency, to conduct a
certain study:; requiring the Department to consult with certain persons;
requiring the Department to report certain findings and recommendations to
the General Assembly on or before a certain date; providing for the applicability
of a certain provision; requiring the publisher of the Annotated Code of
Maryland, in consultation with the Department of Leglslatlve Serv1ces to
correct certaln cross—references and termlnology, sttering——certain z =Sr

d%]!ﬂ#@@k%ﬁﬁ%&%d%ﬁ% and generally relatmg to the status and renamlng of the
Injured Workers’ Insurance Fund.

BY repealing and reenacting, without amendments,

Article — Labor and Employment

Section 10-101(a), (d), and (f) and 10-130(a)
Annotated Code of Maryland

(2008 Replacement Volume and 2009 Supplement)

BY repealing and reenacting, with amendments,

Article — Labor and Employment

Section 10-101(c) and (e), 10-104 through 10-109, 10-113, 10-114(b),
10-117, 10-118, 10-120, 10-122(c) through (e), 10—-125 through 10-127,
10-130(b) and (c), 10-133, and 10-135 through 10-138 to be under the
amended subtitle “Subtitle 1. Chesapeake Employers’ Insurance

Company”
Annotated Code of Maryland

(2008 Replacement Volume and 2009 Supplement)
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SENATE BILL 507 3

BY repealing and reenacting, without amendments,
Article — State Government
Section 12—-101(a)(1)
Annotated Code of Maryland
(2009 Replacement Volume)

BY repealing and reenacting, with amendments,
Article — State Government
Section 12—-101(a)(2)
Annotated Code of Maryland
(2009 Replacement Volume)

SECTION 1. BE IT ENACTED BY THE GENERAL ASSEMBLY OF
MARYLAND, That the Laws of Maryland read as follows:

Article — Labor and Employment

Subtitle 1. [Injured Workers’ Insurance Fund] CHESAPEAKE EMPLOYERS’
INSURANCE COMPANY.

10-101.
(a) In this subtitle the following words have the meanings indicated.

(c) “Board” means the Board for the [Injured Workers’ Insurance Fund]
CHESAPEAKE EMPLOYERS’ MUFUAEL INSURANCE COMPANY.

(d) “Commissioner” means the Maryland Insurance Commissioner.

(e) [“Fund” means the Injured Workers’ Insurance Fund] “COMPANY”
MEANS THE CHESAPEAKE EMPLOYERS’ MUEUAL INSURANCE COMPANY.

® “Policyholder” means an employer who holds a policy of insurance under
this subtitle.
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4 SENATE BILL 507

10-104.

&) There is [an Injured Workers’ Insurance Fund] A CHESAPEAKE
EMPLOYERS’ MEEUAL INSURANCE COMPANY.

10-105.

3—123-1; Title 6, Subtitle 1§, T1t1e 8, Subtltle 3}, and T1tle 11 of the Insurance Article
and as otherwise provided by law, the [Fund] COMPANY is subject to the Insurance
Article to the same extent as an authorized domestic workers’ compensation insurer.

f{(b) Notwithstanding subsection (a) of this section, the ¥und COMPANY shall
register with the Commissioner and be subject to the provisions of Title 8, Subtitle 3 of
the Insurance Article if the ¥sad COMPANY operates as an administrator, as defined
in § 8-301 of the Insurance Article.}

10-106.

(a)  Subject to subsection (b) of this section, the [Fund] COMPANY shall
operate fin a manner similar to} AS an authorized domestic workers’ compensation
Insurer.

(b)  The [Fund] COMPANY shall:
(1) serve as a competitive insurer in the marketplace;

(2) guarantee the availability of workers’ compensation insurance in
the State;

3) serve as the workers’ compensation insurer of last resort; and

(4) engage only in the business of workers’ compensation insurance in
accordance with State law.

10-107.
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SENATE BILL 507 5

@ (1) The [Fund] COMPANY

independent of all State units.

()  §1)} Except as ‘ : provided in §paragraph (2)
of this subsection and elsewhere in thls subtltle} EAW, the [Fund] COMPANY is not
subject to any law, including § 6-106 of the State Government Article, that affects
governmental units.

$(2) The Eund COMPANY is subject to:
(1) Title 10, Subtitle 6, Part III of the State Government Article;
(11) Title 12 of the State Government Article;
(111) the Maryland Public Ethics Law; and

(iv) Title 5, Subtitle 3 of the State Personnel and Pensions
Article.

(3) Paragraph (1) of this subsection does not affect the exemption from
property tax under § 7—210 of the Tax — Property Article.}

(c) The [Fund] COMPANY is a member of the Property and Casualty
Insurance Guaranty Corporation.

10-108.

Beginning with calendar year 1994, the calendar year is the fiscal year of the
[Fund] COMPANY.

10-109.

There is a Board for the [Injured Workers’ Insurance Fund] CHESAPEAKE
EMPLOYERS’ MuTuAL INSURANCE COMPANY.

10-113.
(a) The Board:

(1)  shall appoint a President of the [Fund] COMPANY;
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6 SENATE BILL 507

(2) shall appoint or employ attorneys to advise and represent the
[Fund] COMPANY in all legal matters and, where necessary, to sue or defend suits in
the name of the [Fund] COMPANY; and

3) may employ other staff.

(b) §(1) Except as provided in paragraph (2) of this subsection, employees
of the #und COMPANY are special appointments.

(2) A classified employee of the Fund hired before July 1, 1990 in a
nonprofessional or nontechnical position shall remain a member of the classified
service or its equivalent in the State Personnel Management System as long as the
employee remains in a nonprofessional or nontechnical position with the [Fund]

o (@)

compensation for its employees.

SUBTITLE, AN EMPLOYEE OF THE COMPANY IS NOT SUBJECT TO ANY LAW,

REGULATION, OR EXECUTIVE ORDER GOVERNING STATE COMPENSATION,
INCLUDING FURLOUGHS, PAY CUTS, OR ANY OTHER GENERAL FUND COST
SAVINGS MEASURE.

(d) (1) This subsection does not apply to the layoff of an employee because
of lack of work.

(2) A special appointment employee of the ¥aad COMPANY may not
be permanently removed unless:

(1) written charges are filed;

(1))  the employee has an opportunity for a hearing in accordance
with Title 10, Subtitle 2 of the State Government Article; and

(i)  there is cause for removal.}
10-114.

(b) (1) The Board shall have a plan to promote the services of the [Fund]
COMPANY to employers in the State.



DN

10
11

12

13

14

15
16

17

18
19

20

21
22

23
24

25
26

27
28
29

SENATE BILL 507 7
(2) As part of the plan, the Board may prepare a pamphlet about the
[Fund] COMPANY and provide copies to each county for distribution to businesses
with personal property tax bills.
10-117.
The Board:

(1) shall use the [Fund] COMPANY to insure employers against
liability under Title 9 of this article; and

(2) may use the [Fund] COMPANY:
(1) to provide employer’s liability insurance; and

(11)  on behalf of a policyholder, to pay benefits equal to benefits
allowed under:

1. a compensation law of another state; or
2. a federal compensation law.

10-118.

) income from investments under § 10—-122 of this subtitle; AND

{3} interests on deposits or investments of money from the

[Fund] COMPANY; and

(4) the money that the Attorney General collects under § 10-133(c) of
this subtitle on debts} COMPANY.

(b)  The [Fund] ASSETS OF THE COMPANY shall include each security or
other property that is acquired with money of the [Fund] COMPANY.

(c) The Board shall use the [Fund] ASSETS OF THE COMPANY to pay all of
the expenses under this subtitle, including losses on insurance that the [Fund]
COMPANY issues.
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SENATE BILL 507 9

(a) The Board shall administer the [Fund] COMPANY.

(b) (1) The Board shall prepare capital and operating budgets for the
[Fund] COMPANY.

(2) For information only, the Board shall submit the budgets to the
Senate Budget and Taxation Committee and the House Appropriations Committee.

(c) The Board shall issue receipts for money that the [Fund] COMPANY
receives.

10-122.

(c) (1) To assist it in achieving the goal described under subsection (a) of
this section, the Board shall undertake measures to remove any barriers that limit full
participation by minority business enterprises in brokerage and investment
management services opportunities afforded by the [Fund] COMPANY.

(2) The measures undertaken by the Board shall include the use of a
wide variety of media, including the Board’s website, to provide notice to a broad and
varied range of potential providers about the brokerage and investment management
services opportunities afforded by the [Fund] COMPANY.

(d) In conjunction with the Governor’s Office of Minority Affairs, the Board
shall develop guidelines to assist it in identifying and evaluating qualified minority
business enterprises in order to help the [Fund] COMPANY achieve the objective for
greater use of minority business enterprises for brokerage and investment
management services.
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10 SENATE BILL 507

(e) On or before September 1 each year, the Board shall submit a report to
the Governor’'s Office of Minority Affairs and, subject to § 2-1246 of the State
Government Article, the General Assembly on:

(1) the identity of the minority business enterprise brokerage and
investment management services firms used by the Board in the immediately
preceding fiscal year;

(2) the percentage and dollar value of the [Fund] COMPANY assets
that are under the investment control of minority business enterprise brokerage and

Investment management services firms; and

3) the measures the Board undertook in the immediately preceding
fiscal year in accordance with subsection (c)(2) of this section.

10-125.

{2} The [Fund] COMPANY shall be examined by the Commissioner in
accordance with Title 2, Subtitle 2 (Enforcement) of the Insurance Article.

f(b) As part of an examination under § 2—-205 of the Insurance Article, the
Commissioner shall, at least once every 5 years, determine whether the Fund’s rate
making practices produce actuarially sound rates.}

10-126.

(a) Within 90 days after the close of each fiscal year, the Board shall submit
to the Governor an annual report that includes a detailed statement of:

(1)  the condition and expenses of the [Fund] COMPANY in detail;

(2)  growth of the [Fund] COMPANY;

3) changes in earned premiums of the [Fund] COMPANY;

(4)  changes in the number of policyholders of the [Fund] COMPANY;
(5)  the degree of the [Fund’s] COMPANY’S personnel flexibility;

(6) trends in the overall market share; and

(7) trends in the premium to expense ratio.

(b) (1)  On or before October 1 of each year, the [Fund] COMPANY shall
submit to the Governor:
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SENATE BILL 507 11

1) a copy of each policy form that the [Fund] COMPANY will
use during the next calendar year;

(1))  the schedule of premium rates that the [Fund] COMPANY
will charge for the next calendar year;

(111) information about provision for claim payment, as defined in
§ 11-330(a) of the Insurance Article, for each class for which the [Fund] COMPANY
writes coverage; and

(iv) other information that the Governor requests about
premium rates, including classes, financial information, and losses.

(2) (1) Information required under paragraph (1)(i1) through (iv) of
this subsection shall be submitted on the form that the Governor requires.

(1) The form shall conform as closely as possible to the form
that a rating organization uses to comply with §§ 11-307, 11-329, and 11-330 of the
Insurance Article.

10-127.

If the General Assembly repeals this subtitle, money in the [Fund] COMPANY
at the time of repeal shall be distributed:

(1) as the General Assembly provides; or

(2) if the General Assembly does not provide for distribution, as justice
requires, with due regard for existing obligations for compensation.

10-130.

(a) The Board shall adopt a schedule of premium rates in accordance with
sound actuarial practices and shall ensure that the rates are not excessive,
inadequate, or unfairly discriminatory.

(b) The Commissioner shalls=A A NCE-EVER EARS; review the
[Fund’s] COMPANY’S rates as part of an examination under § 2—205 of the Insurance
Article to determine whether the [Fund’s] COMPANY’S rate making practices produce
actuarially sound rates.

(c) (1) The Board shall determine the schedule by:

(1) classifying all of the policyholders on the basis of the
respective level of hazard of their enterprises; and

(11) setting a premium rate for each class on the basis of:
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12 SENATE BILL 507

1. 1ts level of hazard; and
2. incentives to prevent injuries to employees.

(2) To determine the schedule, the Board shall use the rating system
that, in the opinion of the Board:

(1) most accurately measures the level of hazard for each
policyholder on the basis of the number of injuries that occur in the enterprises of the
policyholder;

(11) encourages the prevention of injuries; and

(ii)) ensures the solvency of the [Fund] COMPANY from year to
year.

3) The Board may set minimum premium rates.

10-133.

(a) The Board shall adopt policies that provide procedures and standards for
the payment of premiums.

(b) {(1) SubJect to paragraph (2) of this subsection} IN-ACCORDANECE
S HRA 2, the [Board, the President of the
Fund, or the Executlve Vice President of the Fund] COMPANY may:

(1) cancel the insurance of a policyholder who fails to pay a
premium due to the [Fund] COMPANY; and

(1)  frefer to the Attorney General, for} PERSUE collection} } oF
the debt of any policyholder whose insurance is being canceled under this paragraph.

$(2) At least 10 days before the date set for cancellation of insurance
under this subsection, the Board shall:

(1) serve on the policyholder, by personal service or by certified
or registered mail sent to the last known resident address of the policyholder, a notice

of intention to cancel insurance; and

(11) submit a copy of the notice to the Workers’ Compensation
Commission’s designee.

3) Notice under this subsection may be given:
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SENATE BILL 507 13

(1) for a policyholder that is a corporation, to an official or other
agent of the corporation on whom legal process may be served; and

(1)  for a policyholder that is a partnership, to any partner.

(4) Notice under this subsection shall state the date on which the
cancellation is to become effective.

(5) Whenever a debt is referred under this subsection for collection,
the insurance may not be reinstated until the debt is paid in full.

(c) (1) Whenever a debt is referred under this section for collection, the
Board, the President of the Fund, or the Executive Vice President of the Fund shall
provide the Attorney General with:

(1) the name of the policyholder;

(11) each known business or resident address of the policyholder;

and
(111) a statement of the amount that the policyholder owes to the
Fund.
(2) The Attorney General may sue, in the name of the Fund, to collect
the debt.}

) (D) If the [President of the Fund] COMPANY considers settlement to
be in the best interest of the [Fund] COMPANY a debt that {&s IS referred under this
section for} FHE-COMPAD - R collection may be settled.

10-135.
(a) The Board may:
(1) adopt requirements for uniform payroll; and
(2) require each policyholder to conform to the requirements.

(b) In accordance with the requirements that the Board adopts, each
policyholder shall submit a report on wages or other documentation to the [Board]
COMPANY at intervals that the Board sets.

(c) The Board or its authorized employee may inspect at any time the payroll
of a policyholder.

(d  §(1) Subject to paragraph (2) of this subsection, [the Board, the
President of the Fund, or the Executive Vice President of the Fund] INACCORDANECE
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14 SENATE BILL 507

THE COMPANY may cancel the

(1) fails to comply with subsection (b) of this section; or

(1)  refuses to allow an inspection authorized under subsection
(c) of this section.

$(2) At least 30 days before the date set for cancellation of insurance
under this subsection, the Board shall:

(1) serve on the policyholder, by personal service or by certified
or registered mail sent to the last known resident address of the policyholder, a notice

of intention to cancel insurance; and

(11) submit a copy of the notice to the Workers’ Compensation
Commission’s designee.

3 Notice under this subsection may be given:

(1) for a policyholder that is a corporation, to an official or other
agent of the corporation on whom legal process may be served; and

(11) for a policyholder that is a partnership, to any partner.

(4) Notice under this subsection shall state the date on which the
cancellation is to become effective.}

10-136.
A policyholder may cancel a policy under this subtitle, if the policyholder:
(1)  gives the [Fund] COMPANY written notice; and
(2)  promptly pays all premiums owed to the [Fund] COMPANY.
10-137.

If the Board considers an account to be uncollectible, the account may be
charged from the books of the [Fund] COMPANY.

10-138.

(a) Subject to subsection (b) of this section, the [President of the Fund]
COMPANY may settle a claim that the [Fund] COMPANY has against a governmental
unit or person who is alleged to be liable for an accident for which the [Fund]
COMPANY pays compensation.
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SENATE BILL 507 15

(b) The [President] COMPANY may settle a claim under this section only if:
(1) the Workers’ Compensation Commission consents; and

(2) for a settlement that will prejudice any right of an injured
employee, the employee consents.

Article — State Government
12—-101.

(a) In this subtitle, unless the context clearly requires otherwise, “State
personnel” means:

(1) a State employee or official who i1s paid in whole or in part by the
Central Payroll Bureau in the Office of the Comptroller of the Treasury;

(2) an employee or official of the:
(1) Maryland Transportation Authority;

(1) [Injured Workers’ Insurance Fund] CHESAPEAKE
EMPLOYERS’ INSURANCE COMPANY;

(i)} Maryland Stadium Authority;
fiv)}@) Maryland Environmental Service;

v}  overseas programs of the University College of the
University System of Maryland;

fvi)IEeD Maryland Economic Development Corporation;
f(vi)} €8 Maryland Technology Development Corporation;
f(viiD} €485 Maryland African American Museum Corporation;
f(ix)} 68 Maryland Automobile Insurance Fund;

{x)}E69  Maryland Health and Higher Educational Facilities
Authority;

fxi)}€9  Maryland Agricultural and Resource—Based Industry
Development Corporation;
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SENATE BILL 507

i)} €8 Somers Cove Marina Commission; and

f(xii)} €88 Maryland Workforce Corporation;
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18 SENATE BILL 507

SECTION 3= 2. AND BE IT FURTHER ENACTED, Thatsas:

(@)  As provided in this Act, the Chesapeake Employers’ Mutwal Insurance
Company is the successor of the Injured Workers’ Insurance Fund, the Board for the
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SENATE BILL 507 19

Chesapeake Employers’ Mataal Insurance Company is the successor of the Board for
the Injured Workers’ Insurance Fund, and the President of the Chesapeake
Employers’ Mastusd Insurance Company is the successor of the President of the Injured
Workers’ Insurance Fund. In every law, executive order, rule, regulation, policy or
document created by an official, employee or unit of this State, the names and titles of
those agencies and officials mean the names and titles of the successor agency or
official, as provided in this Act.

(b) Notwithstanding any other provision of this Act, the Chesapeake
Emplovers’ Insurance Company may trade under the name Injured Workers’
Insurance Fund for up to one yvear after the effective date of this Act.

SECTION 3. AND BE IT FURTHER ENACTED, That:

(1) The Maryland Insurance Administration shall conduct a two—part
study of the Chesapeake Employers’ Insurance Company. The first part of the study
shall determine the extent to which the Company should be subject to the premium
tax, as specified under subsection (2) of this section. The second part of the study shall
determine the extent to which the State has an interest in the assets of the Company.

(2) The premium tax part of the study shall evaluate whether the
Company should be subject to the 2% tax or a lesser amount in light of the
Chesapeake Employvers’ Insurance Company’s role under § 10-106 of the Labor and
Employment Article. The Maryland Insurance Administration shall consider the
impact on Maryland businesses and local government, the premium rates for
employers who cannot obtain workers’ compensation insurance from any insurer other
than the Chesapeake Employvers’ Insurance Company, and on the Chesapeake
Employers’ Insurance Company ability to fulfill its statutory mission as an insurer of
last resort and a competitive insurer. The Marvland Insurance Administration shall
also consider the fact that the Company is exempt from being a member of a workers’
compensation rating organization and is limited to engaging in one line of business
and in only one state.

3B) In conducting the two-—part study, the Maryland Insurance
Administration:

()] shall consult with the Chesapeake Employers’ Insurance
Company, other insurers offering workers’ compensation insurance in the State, the
business community, and State and local governments; and

(i) may retain expert consultants at the Chesapeake
Emplovers’ Insurance Company’s expense.
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4 On or before December 1, 2010, the Maryland Insurance
Administration shall report its findings and recommendations to the Governor and, in
accordance with § 2-1246 of the State Government Article, the General Assembly.

SECTION 4. AND BE IT FURTHER ENACTED, That:

(1)  The Department of Budget and Management, in consultation with
the State Retirement Agency, shall conduct a study to determine the fairest and most
effective _way to phase out the Chesapeake Employers’ Insurance Company’s
participation in the Maryland State Retirement and Pension System.

(2) The study shall consider whether it is feasible to allow current

employees who have vested rights to remain in the system while excluding newly
hired emplovees from participating in the system.

3) In conducting the study, the Department of Budget and
Management shall consult with the Chesapeake Emplovers’ Insurance Company and
may consult with any other appropriate entity.

(4)  On or before December 1, 2010, the Department of Budget and
Management shall report its findings and recommendations to the Governor and, in
accordance with § 2-1246 of the State Government Article, the General Assembly.

SECTION 5. AND BE IT FURTHER ENACTED, That the publisher of the
Annotated Code of Maryland, in consultation with and subject to the approval of the
Department of Legislative Services, shall correct, with no further action required by
the General Assembly, cross-references and terminology rendered incorrect by this
Act. The publisher shall adequately describe any such correction in an editor’s note
following the section affected.

SECTION 6. AND BE IT FURTHER ENACTED, That this Act shall take effect
October 1, 26 2010.

Approved:

Governor.

President of the Senate.

Speaker of the House of Delegates.



